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Attached is a report to you on the Quality Management Initiative and the
Plan for Quality Management in the Indian Health Service (IHS). The
concerns you expressed during our discussion on September 22 have been
incorporated into our overall approach, whi1 e many specific activities in
the plan remain unchanged. I am convinced that over the next few years,
we will be able to improve IHS management and that those improvements
will have a significant positive impact on the quality and quantity of
the health services that we deliver.
I would like to share some thoughts that illustrate why I am committed
personally to the IHS Plan. I am concerned about the physician who told
me that she was leaving IHS not only because she could make more money
elsewhere, but also because the clinical environment required her to
spend too much time accomplishing administrative tasks rather than
concentrating on patient care. I am concerned about the contract health
provider who described for me the ordeal he endures to .get paid. I am
concerned about the pharmacist who told me how much of his time must be
spent identifying sources and ordering pharmaceuticals. because his
Service Unit did not have a materials management professional. I am
concerned about the laboratory technician who explained that it took her
six weeks to get a critical piece of equipment repaired. I am concerned
about the Service Unit Director who told me how unprepared she was for
assuming the responsibilities of her position and how little support she
got from the Area Office and Headquarters levels.
As a result of my visits and discussions with our health care providers,
I recognize just how difficult their jobs have become in the last
decade. When one compares the clinical environment of the IHS physician
with that of most other. physicians in this nation. one can begin to
understand the difficulties our personnel face. We pay our professionals
less,- we send them to isolated locations, we provide insufficient staff
support, we assign significant quality assurance work to them, we ask
them to serve on multiple committees, and we require that they make
decisions about who will and who will not receive Contract Health
Services (CHS). Yet we expect them to function as effectively under
these conditions as do their colleagues in the private sector.
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While these illustrations do not necessarily ~eneralize to all IHS
programs and locations, my observations lead me to conclude that our
system for providing care is under stress - stress that cannot help but
be physically and emotionally exhausting both to those providers on the
front lines and those staff who support them.
Stress created by a growing demand for services and inadequate resources
to satisfy that demand has become a way of life in the IHS, a way of life
over which I have only limited control. However, as Director of this
agency, it is my obligation to do everything in my power to manage our
limited resources - at Headquarters, in the Area Offices, and in the
Field - in a way that minimizes the pressures at the point where services
are delivered. Although I will not be able to ensure the resources
necessary to meet all demands on our system, I believe that we can
improve IHS administrative support systems so that providers can devote
more tin~ to patient care. We can do a better job of communicating
responsibilities and establishing lines of accountability so that our lab
technicians know who to depend on to get equipment repaired promptly. We
can train support staff to function as materials management professionals
so that suppl ies and pharmaceuticals are available continuously. We can
make certain that every IHS manager and support person can do the job he
or she is asked to do effectively and efficiently and adds value,
directly or indirectly, to the health care services we provide.
Therefore, I have made excellence in management and all functions
su~porting health delivery, my #1 priority for Fiscal Year 1990.
I a~
proud to report that the top IHS managers, both at Headquar:ers and in
the Area Offices, have enthusiastic support to this endeavor. Like me,
they believe that if we can manage our resources more efficiently, we
will be able to provide more and better services. If we can improve the
information upon which we base judgements, we will make better
decisions. If we can train our administrative staff better and
communicate our expectations of them more 'effectively, the support they
provide to the field will improve. If we can improve our ability to
analyze and forecast CHS costs, our dollars will go further. In short,
we can improve the management support systems of this agency, and when we
do those improvements will yield real and visible benefits to our health
care delivery system.
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I look forward to your support for our efforts as we implement the IHS
Quality Management Initiative. You will find that many important
elements of the Plan are already underway. Timetables for improvements
identified in the Plan have been or will be finalized wh~n workgroups
.
begin their projects early in November.
I am proud of the IHS' accomplishments in ra1s1ng the health status of
the Indian people. The IHS ranks among the best in the world in
delivering quality health services in remote areas under difficult
conditions.
As proud as I am of that, I know that we cannot be
complacent. We must continue to improve at what we do.

~m~Q

~ Everett R. Rhoades: ~1.D.

o ' Assistant Surgeon General
Attachments (2)
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in the Indian Health Service

This report summarizes the plan for Quality Management in the Indian Health Service.
It includes the rationale for this initiative and describes the planned approach for
achieving the improvements.

BACKGROUND
The Indian Health Service's primary goal of raising the health status of Indians and
Alaska natives requires that IHS provide the best and most complete health care services
that our budget will allow. How well IHS meets that goal is influenced, either directly or
indirectly, by every single activity performed within the agency and within the
organizations with whom IHS contracts for services. Success does not depend only on the
obvious, that is, on how well the doctors, nurses and other health care professionals in
the field carry out their preventive and treatment functions. IHS success also depends to
a great extent on how well all the other parts of the IHS system - at the Service Unit,
Area Office and Headquarters levels - perform their functions in support of those front
line services.
Cost-effective, high quality health care depends on hundreds of critical activities that
occur outside the confines of the service unit operating and examining rooms. It depends,
for example, on how judiciously the agency's planning and budget staff estimate resource
needs and allocate those resources; on how conscientiously the agency's personnel staff
facilitate the recruitment, training, and placement of medical and non-medical
personnel; on how thoroughly the agency's program officers provide needed guidance to
the health professionals in the field; on how efficiently the agency's administrative staff
meet supply, equipment, and space needs at all levels of operation, including the field: on
how carefully the agency's contracting officers manage the many contracts upon which
people depend for health services; on how accurately the agency's office personnel
manage the paperwork processes upon which so many other processes rely; and so on.
All of the agency's activities and how they are managed make a difference, in one way or
another, in the ability of IHS health care professionals to serve the needs of their
clientele. Conversely, to the extent that these activities are not performed as well as
they could be performed, our health care providers' efforts are hampered, they become
frustrated, and services are affected.

ASSESSMENT
For years IHS has devoted insufficient attention to management or development of an
effective management culture to support provision of services. This inattention exists at
all levels throughout the agency. Consequently, there is neither comprehensive
management leadership in IHS nor common direction among its managers. IHS also
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suffers from an almost universal perception that it is managerially inept, that it
believes it need not follow the rules, and that it denies it has serious management
problems. Responsible and efficient management must be fully developed in IHS to
assure quality health care in times of growing demand and constrained resources.
We know how to strengthen our management. We have already begun to do so: we have
obtained a better understanding of how IHS management is perceived, marshaled
resources for change, shaped our plan of attack, and made important initial
commitments. In short, we have already launched the Quality Management Initiative
(QMI), an initiative designed to increase the quantity and improve the quality of our
health care services by strengthening management and accountability throughout the
agency. The remainder of this brief report outlines the actions planned and underway.

MARSHALED RESOURCES FOR CHANGE:
Beginning in July, I moved rapidly to assemble resources needed to strengthen
management in IHS by:
Designating a strong and capable, flag-grade officer to direct and lead the
Quality Management Initiative as the principal manager.
Vesting the QMI manager with authorities and charging him to make all the
necessary changes to address current deficiencies and to strengthen the agency's
management.
Assembling a dedicated team of management specialists under the direct
leadership of the QMI manager. The team will assist problem solving teams
composed of IHS' best managers and employees.
Soliciting advice and guidance from a steering committee of respected managers.
The steering committee is composed of top leaders from throughout the PHS and
the Department.
Engaging two respected management consultant firms to provide objective,
independent advice.
Seeking the expertise of the DASH to assist throughout the improvement
process.
SHAPED A PLAN OF ATTACK
After study, which included consideration of observations of two independent management
consultant firms, the QMI team has shaped a plan for quality management. The plan calls
for an "institution-building" approach to instill a new management culture within IHS.
It consists of a series of individual projects focused on specific deficiencies while
addressing the underlying issues that must be addressed by the management culture. The
QMI plan has three main thrusts:
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Exert Strong Leadership
A key to achieving the long-term goal of quality management is a commitment to
establish a strong and effective management culture dedicated to making
performance and accountability a way of life for all IHS employees. This
requires all managers, especially myself, to provide clear and consistent
direction, to expect performance. and to hold all staff accountable. The
management values of performance, accountability, and integrity must be
continuously communicated and reinforced so that they are universally adopted
and practiced by IHS employees.

Make Immediate Corrections
Several important actions are already underway. The aMI team has begun
mobilizing the agency for action. Weaknesses identified by earlier internal
assessments (OASH & OIG) are being addressed. Programs to fully implement
the provisions of the Federal Managers Financial Integrity Act have been
developed and disseminated.

Build Permanent Infrastructure
Long-term commitment to enduring change is the only way IHS can strengthen
management and successfully prevent future problems. Management is the
process of continuous "problem solving" at all levels of an organization so that
the capability to provide more and better services is enhanced. Managers and
staff, both from within and outside IHS, will participate in special projects in
key "problem solving" roles. The strategy is designed to develop people skills
that lead to basic changes in the management culture as the agency addresses
relevant substantive issues. The involvement of top managers and staff will not
only provide a basis for individual contribution and development, but also
provide for dissemination of quality management improvements throughout the
organization. In addition, the strategy incorporates a taxonomy of management
systems that will be used to identify and prioritize deficiencies in
accountability or in the ability to efficiently support the delivery of health
services.
MADE IMPORTANT COMMITMENTS
Many important changes have already been made:
I have publicly pledged to change the management culture of the agency and
improve performance. I have gone on record that "Management must be
strengthened and that accountability will become a way of life." I have also
made a strong commitment to search out and eliminate opportunities for fraud.
or the appearance of fraud, in the agency.
Our executive leadership has opened new channels of communications with the
external oversight organizations that have criticized the agency's management.
My immediate staff and I have begun - and will maintain - an effective dialogue
with DHHS and Congressional offices that have either expressed concern over
IHS management of have a role in its oversight.
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I have put strong managers in place to oversee the initiative for quality
management in IHS and assembled talent to staff the effort.
I have made management changes at the executive level to eliminate weaknesses
in the formulation of management policy and oversight of management functions
in the IHS.
Area and Associate Directors have participated in a series of meetings,
interviews, and visits identifying agency problems and discuss possible
solutions. They have exhibited strong and enthusiastic commitment to
strengthening the agency's management.
Finally, the IHS has addressed specific problems. Most notably, we are actively
engaged in resolving outstanding findings of the DHHS Inspector General and
implementing provisions of the Federal Managers Financial Integrity Act.

Conclusion
IHS needs a management culture devoted to finding better ways to deliver more - and
higher quality - health care services to its customers with the resources available to it.
A long-term commitment to change is the only way for IHS to achieve its strategic goal of
institutionalizing a strong and effective management culture. We must focus on two main
objectives. The first is to continuously improve the processes IHS uses to manage the
delivery of health care, not to hide poor performance or blame systemic problems on
individuals. In our plan, we present the agenda of the specific processes to be addressed
in the initiative's first year. That agenda will continuously regenerate as problem
processes are improved and new ones take their place. The second objective is to gain the
commitment and involvement of alllHS employees to improve the agency's performance.
That effort, which I am personally leading, is already under way.
IHS leadership is committed to making its agency the model of good management in the
Public Health Service. We have much to accomplish, but we are well on our way.
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Section I

INTRODUCTION

The following plan is presented to the leadership in the Indian Health Service (IHS) in
order to provide detailed information on the strategy the Director has put in place for
achieving our #1 priority in FY 1990 - excellence in management. The strategy, which
is called the Quality Management Initiative, is intended to strengthen the administrative
management and overall accountability of IHS.
The primary mission of IHS is to raise the health status of a special class of people in the
United States. people who comprise more than 400 sovereign nations. It must be
recognized that this mission is more challenging and more difficult to accomplish than
the more restricted goal of providing high quality health services to Indian people, which
many outside the agency sometimes mistakenly believe to be our mission.
Compounding our already difficult primary mission is a second mission - to transfer the
management of IHS to those sovereign nations desiring to assume control of Indian health
programs - a mission that, on occasion, complicates our primary mission. Even for
those programs that are operated by the IHS directly, the philosophy of IHS is that the
facilities operated by IHS are in fact not IHS facilities. but tribal facilities. Consistent
with this mission, IHS has an obligation not only to consult with the tribes about major
policy decisions of IHS, but also to provide for the Rfull participation" of the tribes in
decision making within IHS.
Managing an organization of this complexity is a continual challenge. In the past eight
years, the IHS has made significant efforts to constantly improve its management, and
indeed, significant achievements have occurred. These improvements have resulted in
many gains, including the following:

•

The establishment of revised payment rates, levels of medical priority, and
new eligibility rules for contract health care services (CHS),

•

Reductions in the time required to process CHS payments and improvements in
the accuracy of those payments,
Sener management and tracking of the more than 2,000 staff living quarters
operated by the IHS,

OMI
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Development of a much improved Resource Allocation Methodology, which has
made our allocations fairer and.
Initiation of a comprehensive, nationwide process of consultation with all the
tribes.
The Quality Management Initiative represents a dramatic continuation and intensification
of these efforts to strengthen the agency's management. A long-term commitment to
excellence and continuous improvement is the only way for IHS to achieve its strategic
goal of institutionalizing a strong and effective management culture. In order to improve
the agency's performance, it will be absolutely essential to gain the commitment and
involvement of every individual IHS employee.

The plan presented in this document consists of an "institution-building" approach to
correcting specific deficiencies that have already been identified and addressing several
fundamental issues whose lack of resolution has allowed the deficiencies to occur. Under
the direction of the Director of Headquarters Operations, a dedicated group of
management specialists will assist problem-solving teams of IHS managers and
employees. Immediate correction plans will be designed by these teams as they
implementing a set of priority projects during the initiative's first year.

The

initiative's agenda of improvement projects is intended to be dynamic, continuously
regenerating as problem processes are improved and new needs for improvement take
their place.
The top management of IHS is committed to making the agency a model - indeed, the model
of good management in the Public Health Service. We have much to accomplish, but we
are well on our way.

OMI
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Section II

ASSESSMENT

This section describes perceptions from many external sources about the management
performance of the Indian Health Service. The agency acknowledges that, while difficult
to accept in entirety and without qualification and exception, they are significant and
should be shared in order for all to understand the action plans that will be described in
later sections.
The assessment is based on discussions with the Special Committee on Investigations of
the Select Committee on Indian Affairs, senior managers in the Department and
observations collected in a series of interviews conducted by independent management
consulting firms retained by IHS for this purpose.

RECOGNIZED MANAGEMENT DEFICIENCIES
Over the past year a number of events transpired which were symptomatic of serious
deficiencies in the Indian Health Service's administrative management. Problems were
identified in specific functional areas, including travel and procurement, and these
problems became the focus of the Senate Investigative Hearings and Office of the
Inspector General (OIG) studies.
During the past month, officials both inside IHS and in organizations that oversee IHS
activities (OASH, OIG, ASMB, ASPER, and Congress) have been interviewed, and
documents relating to IHS organization and management have been reviewed. An
overwhelming perception was that without question, IHS must strengthen its
management if it is to continue to deliver quality health services in a period of growing
demand and constrained resources. There is a general belief that IHS could, in the long
run, deliver even more and better services with the funds it receives if improvements
were made in the management area.
Fully cognizant of the detrimental impact of these events on the viability of the Indian
Health Service, the Director established the Quality Management Initiative (aMI). The
OMI was launched to strengthen the administrative management and overall

aMI
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accountability of the IHS. With the dual-requirements of immediately resolving some
specific management problems and coordinating the on-going development of an
exemplary administrative-management component for the Agency, the responsibility for
the initiative was assigned to the Director of Headquarters Operations (DHO).

OBTAINED UNBIASED ASSESSMENT

IHS engaged the firms of Logistics Management Institute, a federally funded research
institute, and Scanlon & Hastings, who are recognized management consulting firms for
PHS and DOD, to obtain an unbiased assessment of the Agency's status and requirements
for improvement. They interviewed top IHS management and other Departmental
officials as a part of their assessment. The consultants concluded that, "The IHS must
strengthen both the capacity and the will to manage professionally."
The thrust of the consultants report is contained in the following paragraphs from their
draft report of August 29, 1989.
"Over the past several years, IHS' top management has concentrated its efforts on
IHS' "program" function; that is, on identifying, promulgating, and securing
public support for medical and health promotion/disease prevention services
among Indians and Alaska Natives. It has become apparent, however, that the
Indian health goals cannot be accomplished without top management attention to
the "management" side of IHS' function; that is, without careful attention to the
systems and human resources that support the delivery of treatment and
prevention services. IHS management also recognizes that responsible and
efficient management is becoming increasingly important as budgets are
shrinking and Congress is demanding more accountability for the expenditure of
funds. More must be done, and it must be done better, with fewer resources.
IHS management acknowledges that the agency has some distance to go before it
can be considered well-managed. The agency has received criticism from
Department officials and officials of external oversight organizations--indeed, it
has received criticism from managers within IHS itself--for insufficient
attention to management systems, processes and personnel. In fact, there is a
widely held perception among outside observers that if IHS does not change its
aMI
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management philosophy and strengthen its management practices it will not be
able, in this period of growing demand and constrained resources, to. continue to
deliver quality health services to its customers. (See the Appendix for a
summary of perceptions regarding IHS' current situation.)

There is consensus among the agency's top management team that now is the time
for IHS to launch a major management initiative--with the objective not only of
addressing the demands on the agency to make immediate and long-term
improvement in several specific areas of IHS' operations, but also to use this
opportunity to make fundamental changes in the agency's whole organizational
culture. At all levels of the organization--from the Office of the Director down
to the individual health care provider--IHS must strengthen both the capacity
and the will to manage professionally. This will require, at all levels of the
organization, a recognition that professional management is essential to the
success of the organization. It will also require close attention to the
development of a philosophy of management that is communicated and accepted
throughout the organization."

This information presented IHS with a challenge to take whatever steps are required to
change these perceptions by changing the agency performance to one of excellence in
every managerial area.

aMI
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The challenge presented requires extraordinary action, both in leadership, time and
talent. The Director, IHS has made all three a priority throughout the agency. The
authority for assuring management change is vested in the Director for Headquarters
Operations (DHO). The resources necessary for success are at his disposal. Senior
managers from throughout the Department agreed to serve on a Steering Committee for
the QMI. The initiative has a sense of urgency as well as long-term commitment.

Vest Necessary Authority in a Strong Manager

It is the role of the agency head to be a strong programmatic leader. At the same time, a
strong administrative manager is essential to a well-run organization. The Director
agrees that this role is essential in IHS.
The Director, IHS has designated the Director for Headquarters Operations. with full
authority, to make whatever system or organizational improvements necessary for IHS
to be a well-run organization.

The DHO has full authority to see that policies and systems are in place to prevent
problems. and if they occur, to act swiftly to correct them. This includes the authority
to shift resources within the agency to strengthen the systems of management and audit.

Assembled Talent for aMI Team

Resources in the IHS were made available for the QMI. Six IHS staff members were
detailed to work full-time on the initiative. A member of the OASH staff, who was
assisting the Agency, was assigned in a leadership capacity, and a full-time secretary
was provided to support the QMI team. Additional assistance has been provided, as
necessary, by the various IHS Headquarters offices.
In order for the Quality Management Initiative to succeed, the Area Directors and the
Associate Directors must have a clear and thorough understanding of the problems faced

OMI
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by this organization. The success of this initiative depends heavily upon the enthusiastic
and committed participation of the Area and Associate Directors. The understanding,
acceptance and active participation of everyone involved within the Indian Health Service
are key resources for strengthening the agency's management.

Solicited Advice from Steering Committee
During this critical time, a steering committee made up of senior administrators was
convened to provide advice and counsel to the Indian Health Service. The steering .
committee is composed of: Everett R. Rhoades, MD, Director IHS, David Mischel, ASPER
Regional Liaison, John Kelso. Acting Administrator HRSA, Wilford J. Forbush, Deputy
Assistant Secretary for Health/Operations and Director, Office of Management, OASH,
Gerald Ivey, IHS Alaska Area Director, and George Hardy, MD. Acting Deputy Director
CDC. Guidance from the steering committee is reflected in the plans and priorities of the

aMI.

During an initial meeting of this committee, it was noted that initiating changes in a few
functional areas identified for special efforts would not guarantee that management
improvement activities are broad based or permanent. The Deputy Assistant Secretary
for Health/Operations proposed that these specific initiatives must be examined from the
perspective of a more comprehensive assessment of IHS management systems.

SUbsequently, OASH staff developed a systems taxonomy to guide a broad-based review of
IHS management practices. The purpose of the inventory is to provide the IHS with a
survey of basic management structure. function, and operating efficiency. It is viewed
as a tool to screen IHS management systems, to assess their overall status. and to provide
a basis for the establishment of priorities.

OMI
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Engaged Outside Consultants
The Director realized that independent and unbiased assessment of the managerial
systems within the Indian Health Service was required. The firms of Logistics
Management Institute (a Federally funded research center) and Scanlon and Hastings,
both credible consulting firms recognized by the Public Health Service and the
Department of Defense were retained to obtain an unbiased assessment of the agency's
status and requirements for improvement. Top officials throughout the government
were interviewed as a part of the assessment process and the report of these perceptions
were essential to the analysis and recommended changes.

Use OASH Expertise
The objectivity and expertise of the OASH staft, in particular the Office of Management,
have been solicited. The Deputy Assistant Secretary for Health/Operations provides
expert counsel to Director, IHS, serving on the Steering Committee for the aMI. His
staff assists IHS staft in a broad range of activities, including serving in acting
capacities in management positions, providing advice and counsel to managers, and day
to-day advice on most management functions. This support will continue to be needed by
IHS to provide oversight on the review of management systems, participation in the
work groups addressing the agenda of projects, and alerting the agency to significant
issues that IHS should address. IHS sees this relationship as a essential in its
determination to open up communications with other parties.
The combined effect of the resources outlined above has resulted in a change strategy for
IHS that will have lasting impact on all management levels of the agency. The plan for
quality management change in the IHS is presented in the next section.

OMI
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After study, which included consideration of observations of two independent management
consultant firms, the aMI team has crafted a plan for quality management. The plan calls
for an -institution-building- approach to creating a new management culture in the IHS.
It consists of series of individual projects focused on specific deficiencies while
addressing the underlying weaknesses that allowed them to occur in the first place.

The plan requires a major organizational commitment along three lines. They are: 1)
strong leadership from the Director and all Area and Associate Directors in showing the
direction and commitment to aMI; 2) immediate corrections of problems as they are
identified and can be swiftly remedied; 3) institutional capacity-building to establish a
permanent management infrastructure. Each of these three elements cannot succeed
alone. It is only through sustained action on all three in concert will IHS improve its
ability to more efficiently provide health services.

Commitment 1.

EXERT STRONG LEADERSHIP

A key to achieving the long-term goal of quality management is a commitment to
establish a strong and effective management culture dedicated to making performance and
accountability a way of life for all IHS employees. This requires all managers, but
especially the Director, IHS, to provide clear and effective direction, to expect
performance, and to hold all staff accountable. The corporate values of performance,
accountability, and integrity must be continuously communicated and reinforced.

Provide Clear Direction and Expectations
H is the goal of the Director, IHS to develop and institutionalize, throughout the
entire organization, both the capacity and the will to manage professionally.
Such an undertaking requires him to express his vision and philosophy to all of
the 11,000 employees. In undertaking a long range strategy for change, this will
reqUire the long-term attention of a strong management team at the top levels of
IHS.

OMI
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The Director is the most important person in IHS to mobilize the entire agency to
begin the long term organizational change he envisions. This message must be
carried by the Director into every service unit, to every Tribal government and
to every administrative manager throughout the agency. He intends to include his
expectation for professional management in every speech to all constituencies.

Pictures and quotes from the Director on all printed materials to help "tell the
story" will convey to everyone the very serious and committed nature of the
change on which IHS is embarking. IHS plans to take advantage of every
opportunity presented to its chief executive officer to use his influence to assist
in the change strategy.

This activism on the Director's part combined with firm and visible commitment
from all IHS leadership holds the key to the success of the management plan.

Hold Managers Accountable:
IHS will actively develop information systems and define acceptable performance
in its appraisal systems. To achieve long-term improvement IHS line managers
must be held accountable for their performance. If necessary, the Agency will
make tough decisions and deal effectively with incompetent managers.

Communicate and Reinforce Values
Fundamental to the successful installation of new management systems or
reorganization is the commitment and attention to the values of the desired
organizational culture. For managers to be successful they must understand and
be committed to the values of the organization. In the Director's vision for the
IHS he has identified three essential values to the mission of the agency:

• Performance
• Professionalism
• Integrity

OMI
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These values must be constantly communicated and reinforced at all levels of the
agency. The expectations made of all IHS staff must be made explicitly. The
Director will personally lead in communicating his expectations of IHS staff and
acting to reinforce them as necessary.
To accomplish adoption of a new organizational philosophy and long term
attitudinal change the Agency will require a concerted and broad based
communications and educational effort for all aMI efforts, but especially of the
establishment of the fundamental organizational values.

Commitment 2.

MAKE IMMEDIATE CORRECTIONS

The objective ot the aMI is to begin the process of organizational change in a large and
diverse health care delivery system. The Agency is embarking on this, recognizing that
this will take years to fully see the impact. The long-range strategy is discussed in the
next section of this report.
It is essential, however, to recognize and undertake those actions that can be

implemented immediately to correct deficiencies and assist the Agency to be successful in
implementing the aMI.

Changes already made:
The Director has placed improved management in the IHS as the Agency's
#1 objective for FY 1990.
The Director has put expert leadership in place to oversee the initiative
for quality management.
Area and Associate Directors have exhibited strong and enthusiastic
commitment to strengthening the Agency's management. They have
assisted in identifying agency problems and their solutions. While only
an initial step, the impact has already been substantial.

OMI
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The Agency conducted a thorough review of the status of compliance with
the FMFIA. The completed draft .of the Agency plan defines the various
roles and responsibilities and describes the interface between Section 2
and other management activities. This activity is described more fully as
one of the projects in the project descriptions at Tab C.

Additional work on several administrative management areas has taken place.
The needed improvements by the IHS in complying with the FMFIA are both an
immediate and long-range commitment. There are other such items that will be
considered in the long-range approaches that are also items for immediate
consideration. The Human Resources Development program is beyond the concept
stage although the detailed work plans are still under development. The needed
short-term training for key administrative staff (finance, personnel,
procurement, management control) in Areas and Headquarters is scheduled
before the end of the second quarter of FY 1990.
Revamping the delegations of authority to reflect the line responsibilities is an
immediate action item. Staff is consulting with OASH to develop a manageable
system for IHS.

lHS has added additional resources to the Division of Administrative Services for
management of travel and IHS conferences. This provides a focal point for policy
and oversight in these two functional critical areas in IHS.

Improved Relationship with Office of the Inspector General (OlG):
The Indian Health Service has increased its efforts to improve relationships with
external organizations by opening new channels of communications. IHS has
adopted a pro-active stance with the OffICe of the Inspector General. The Agency
has already implemented the following changes that are intended to be more
responsive and informative on a day-to-day basis:
Identifying a single point of contact for OIG in the Agency

OMI
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Initiating a management tracking system for external inquiries, reports
and other sources of information
Managing and overseeing timely responses of OIG audits
Streamlining the flow of communications
Developing organizational dialogue early in OIG audit activities
•

Redoubling our efforts to correct lingering OIG identified problems

Status of OIG Recommendations:
The Office of the Inspector Genera', as well as the General Accounting Office, have
highlighted the need for the Indian Health Service to evaluate the efficiency and
effectiveness of the entire organization.
With the exception of the policy questions discussed below, the Indian Health
Service has concurred with all of the recommendations of the Office of the
Inspector General and has taken all necessary steps to implement corrective
actions. IHS actions have included such things as:
Appointment of an outside certifying and reviewing officer for travel
expenditures of Area Office Directors
Development and implementation of a contractual closeout plan for the
Oklahoma City Area Office
Increased managerial oversight of case management practices in
alcoholism projects
Hiring of aftercare specialists for alcoholism treatment programs
Revision of IHS Manual, Chapter 13, Quarters Management Programs

However, in at least one instance, fundamental policy differences exist between
PHS/IHS' understanding of the policy and the Inspector General's perception of a
problem area within the Indian Health Service. That issue is the use of criteria in
sizing proposed hospitals. The scope of the issue is not as great as perceived by
the two OG final reports because most of the OIG recommendations have been
included in amended project documents which were being revised at the time of
the field audit. The issue is explored in greater detail in the attachments.
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Detailed descriptions of the corrective actions taken by the Indian Health Service
in response to the OIG recommendations are attached at Appendix D.

Commitment 3.

BUILD PERMANENT INFRASTRUCTURE

Long-term commitment to enduring change is the only way IHS can successfully prevent
and manage future problems. This means existing performance problems must be
resolved in ways that address fundamental underlying weaknesses while installing the
new management philosophy. Management is the process of continuous "problem
solving" at all levels of an organization. Top managers and staff, both from within and
outside IHS, will participate in special projects in key "problem solving" roles. The
strategy is designed to develop the permanent management skills as the agency addresses
relevant problem issues. In addition, it incorporates a taxonomy of management systems
for identifying and prioritizing deficiencies.
IHS Philosophy:

The aMI philosophy supports the integration of activities designed to bring about
lasting improvements in management functioning while addressing specific
problems requiring immediate intervention. By addressing these two important
needs simultaneously, the Agency will create experiential learning opportunities
to develop effective management capabilities while improving administrative
processes and restoring a sense of integrity and critical control.

Four key elements necessary to build effective management capabilities have
been identified:

Dedicated, Professional Managers

IHS managers must have the personal commitment and expertise to provide the
best possible service to their ·customers·. This capacity requires that all
managers know what constitutes good performance, be given the training and
development needed to perform well, and be consistently held accountable for good
performance.
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Managers Devoted to Continuously Diagnosing and Improving Processes:

At every level of activity, IHS managers must adopt a "self-examining.
self-correcting" approach to continually identify and correct problems.
To do that. responsible managers must assume "ownership· of the
processes they oversee, must feel comfortable exposing problems, and
must believe they will be held accountable for their solutions.

HQ Management Devoted to Providing Support:

IHS headquarters staff must be committed. capable, and organized to
provide the support needed by the Area Offices to perform their functions
effectively. This meas, for example. providing the resources,
information, and technical assistance that field managers need in order to
design. monitor. and improve processes. It also means running a budget
formulation and execution process that ensures that the field has the
resources it needs when it needs them.
Dedication to Documenting and Communicating Performance:

IHS managers need. in effect. an "information machine:" the capacity to
inform themselves and the outside world about how well they and their
units are performing on important process and outcome objectives. If.
for example, an IHS manager is being held accountable for minimizing
waste in a particular area. he or she must have the means of collecting
information to ascertain how well the objective is being met • so as to
make corrections where necessary· and to report progress to his or her
superiors. Top management of the agency needs such information not only
to assess and manage the performance of IHS managers and organizational
units but also to respond in a timely and organized fashion to requests for
information about programs and processes. IHS must begin to
communicate continuously its objectives and its performance to the
agency's constituents and overseers.

aMI
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Much of this discussion is adapted from the LMI/Scanlon and Hastings report,
August 29, 1989.

Focus on Management Support Systems
Beginning October 1, 1989, the number one objective of the Indian Health
Service will be to improve and strengthen the management support systems in
the IHS in order to more efficiently provide health care services to Indian people.
This priority will be communicated routinely and continuously throughout all
levels of the agency. The IHS is considering obtaining outside professional
expertise to design and coordinate a comprehensive communications strategy both
to educate IHS staff and to facilitate long-term attitudinal change. It is
anticipated that this will be a key element in the establishment of a new
corporate culture.

Building Institutional Capacities
A strategy has been developed to simultaneously correct immediate problems
while building a permanent management infrastructure.

It includes work

groups that focus upon documented performance problems. Each work-group
will address the relevant fundamental issues relating to an identified management
problem. This will provide a vehicle for testing problem hypothesis, developing
solutions, and communicating elements of the new management philosophy.
The strategy will be implemented through carefully structured work groups,
designed to:
change rather than study;
be of short duration, with clearly defined milestones and outcomes.
In the future, aMI staff, DASH staff and consultants will;
define standards of good management practice;
teach the concepts and skills necessary for diagnosis and problem solving;
build lasting support systems, and
generate information that will be disseminated throughout the system.
aMI
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A key concept of this approach is that line managers will not have

t~eir

responsibilities usurped by the project work group. This reflects the belief that
the best changes to systems and practices, indeed the most enduring ones, are
generated by the managers who are ultimately responsible for those processes
and practices. The project work groups are to facilitate immediate problem
solving and long-term change by IHS managers. In many cases, the
improvements will be derived by applying approaches that are already working
in some parts of the agency.

Use Outside Expertise
Some managers in IHS have traditionally operated as if the management problems
encountered in the IHS were uniquely caused by the special nature of health
programs operated solely for American Indians. An attitude reflective of special,
unique problems, coupled with a strong program focus, has led to an "inward"
focus that has prevented full use of knowledge and expertise that is available in
other agency's and external organizations.

The IHS will actively open channels of communication with other agencies and
organizations to identify common problems. Maintaining open and free
discussions with OASH and the OIG is a primary focus of this initiative. Special
efforts will be initiated to seek out agencies and programs that have a reputation
for excellence in those areas in which the IHS is weak. IHS wants to identify
factors which contribute to their eHective performance and incorporate them in
IHS practices when appropriate. In those areas in which IHS decision making has
been criticized as partisan, outside panels of peers or experts will be considered
as resources both to provide expertise and policy recommendations.

An inventory of management systems has been developed by OASH staH (see
Appendix B). It will used by the OASH staH to conduct a survey of the IHS
management systems and establish priorities for corrective action.
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Add Resources Where Appropriate
Not all management weaknesses in IHS are due to insufficient resources or staff.
The elevation of the IHS to agency status has brought additional challenges and
responsibilities. The size of the IHS budget has grown to over $1 billion in
recent years while the number of administrative staff has remained relatively
constant. Where necessary, additional resources will be directed to build and
maintain a quality management infrastructure.

Some short-term redirection of

resources have long term payoff in the delivery of more and better services to
Indian people. For example, assuring that administrative staff of clinics have the
necessary procurement skills to maintain constant and reliable flow of medical
supplies will free medical staff from procurement related administrative duties
and allow them more time to spend with patients.

Priority

Projects

The first step in implementing the strategy for the aMI was to agree on an agenda
needing attention within the first six months. This will serve as a guide for the
design and implementation of aMI projects.
Each project will be implemented by a work-group that will include one or more

aMI Task Group members and one consultant as facilitators. The bulk of the work
of each project will be done by IHS managers and staff. This project design
reflects the belief that lasting changes to systems and practices result when those
who are ultimately responsible for performance manage the project.
In preparation for the work-groups, the aMI Team conducted preliminary
research on each of the priority projects. Included under each project
description are the perceptions, facts, analysis, accomplishments to date, and
planned actions. This will establish the framework for each of the work-group
who will be responsible for identifying objectives, devising strategies and
implementing those strategies.
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The following is a list of Priority Projects;

Federal Manager's Financial Integrity Act (FMFIA)
Managing Area and Associate Directors
Responses to External Recommendations
Contract Health Care Management
Management of Procurement
Development of Management Personnel
Oversight of Indian Self Determination Contracts (638)
(For specifics on each item. Appendix C: Priority Projects)
In conclusion, the OMI Manager plans to appoint the chairpersons for the project work
group by October 15. 1989. The charge to all work-groups is to "correct" not "study".
Therefore. IHS intends to show results including products and deliverables within six
months.
The first work-groups will be convened early in November. Three or four work-groups
will be active at all times. As one project reaches conclusion. another can begin. IHS
plans to address all of the current agenda as soon as the time of Area Offices and
Headquarters staff allows. One source for identifying high priority concerns will be the
Inventory of Management Systems to be conducted by OASH with the cooperation of IHS.
If the survey suggests that there could be significant weaknesses in any system, IHS
could decide to place that function on the agenda for closer attention. The description of
this inventory is contained in Appendix B.

Management of Work Group Performance
IHS will manage performance to its work groups just as it intends to manage the
performance of the agency as a whole. Responsibilities will be defined and understood by
each work group. Expectations for the quality and timeliness of work group efforts will
be clearly stated. Accountability for meeting time frames and for producing a quality
effort that solves a specific agenda problem will be understood by each work group
member. To ensure that workgroups understand what is expected of them, each group
will be given a one-day training session.
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A critical responsibility of each work group will be the establishment of a plan of action
and milestones (POAM) for group effort. It will require the group to set time goals that
it will be held accountable for meeting. It will also allow the aMI manager to track the
progress of multiple work groups and to ensure that adequate resources are available for
accomplishing the mission of all work groups.
A typical POAM will specify the data on which the following will occur:
Appoint work group chairpersons

October 15, 1989

Establish work group membership and first meeting
(before 12/31/89)

November 1, 1989

Validation of problem hypotheses by work group

December 15. 1989

Work group to establish plan of action, milestones. and
specification of goals for improved processes that will be
achieved

January 15, 1990

Implementation and evaluation of management
improvements specified in the plan of action or approved
by aMI manager.

TBA

The agenda for change is a dynamic process adding new items when needed. The Council of
Area and Associate Directors, IHS will be consulted in determining the priority for
action.
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Developing a Taxonomy of
Administrative Management Functions
in the Indian Health Service.

Purpose
The purpose of this taxonomy is to identify the general categories of administrative
management functions that IHS intends to assess tor structure, operating efficiency and
good management practice to guide IHS's management Improvement program. It is a tool
for to screening management systems to assess their overall status and providing a basis
for establishing priorities for new projects.

Definition of Administrative Management Function
Administrative management systems are generally defined as business systems that plan,
organize and provide information on budgets, personnel, procurement, facilities and
equipment and information resources. These are functions that support health programs
and clinical care and are not intended to include them.

Functions to be Reviewed
The specific IHS functions included in this taxonomy are:
•

Budget (formulation, execution, and fund control)

•

Acquisitions (small purchases, contracts and 638 contracts)

•

Grants

•

Personnel (special pay authorities, performance management, and training for
both civil service and Commissioned Corps)
Fiscal (accounts payable, travel, and accounts receivable (debt management)

•

Logistics (warehousing, supply and personal property)
Facilities (construction and facilities management)

Taxonomy of Management Systems
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Health Care Financing (patient registration, Medicaid-Medicare-TPR, and
contract health services)
Information Resources Management
•

Organizational and Management Control

Description of the Process
The Deputy Assistant for Health/Operations will direct the process. The Office of
Management staff will chair work groups composed of 3 persons (one from OASH, a
counterpart in another PHS agency and IHS staff) that will review each of these
functions and provide a report to the Director, IHS. This report will 1} describe the
function and its operations, 2) provide an assessment of the current condition of that
function, and 3) provide an action plan for improving the management of that function,

if needed.
1. A description of the function including system objectives, policies/procedures,
management information system(s), definition of roles/responsibilities and a
clarification of whether the system applies to the direct care system, 638 contracts,
or both. Finally, this analysis requires a description of the oversight procedures and
responsibilities.
2. Assessment of current strengths/weakness of each system requires defining the
criteria against which the judgement of adequacy will be based. This survey will
provide a quick view of the totality of systems in IHS. The workgroups for each
function may include experts from IHS, OASH, and OS. This process should indude
established standards, such as those defined by GAO for accounting systems..and those
generally adhered to as good management practices.
This assessment will include reviewing any analysis of outside evaluators that have
been conducted on an IHS administrative management system. GAO and IG audits are
one source. The objective of this report is to assure IHS management that there has
been a comprehensive survey of all administrative management systems and that any
necessary improvements are identified. These reviews will be completed by
February 1, 1990

Taxonomy of Management Systems
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3. Each functional manager in IHS will then develop an action plan to correct any
weaknesses and assure continued good performance. It is possible that some of these
functions could require the attention of a aMI workgroup, and if it is found to be of
sufficeint priority, the subject will be added to the agenda of projects. Approval
authority for each plan will rest with the Director for Headquarters Operations,
with the concurrence of DASH/O. At quarterly meetings between the DHO and
Director, OAM, progress toward completion will be evaluated. IHS will report
regularly, so that DASH/O can assess whether progress is going according to plan.
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IHS INVENTORY OF MANAGEMENT SYSTEMS

PLANNING

Part 1.
CATEGORY

SYSTEMS
Objectives

Policies

Procedures

Budoet Formulation
BUDGET
Budoet Execullon
Fund Control
Small Purchases
ACQUISI·
TIONS

Contracts
638 Contracts

GRANTS

Grants
Special Pay Authorilles

PERSONNEL
Performance Management
Training
Acoounts Payable
FISCAL
Trawl

Debt Management
Warehousing
LOGISTICS
Supply
Property
Construction

FACILITIES

Management
HEALTH

CARE
FINANCE

FUNCTIONS

Patient ReQ!alratlon

MedIcaJd-Medcare· TPR

Contract Health services
INFORMAnoN RESOURCES
MANAGEMENT
ORGANIZATIONAL &
MANAGEMENT CONTROL
Pagel

Delegations

Certifications

Information
Systems

Clearly Defined
Policy
Responsibility

Dlrect/638

IHS INVENTORY OF MANAGEMENT SYSTEMS

Part 2.
CATEGORY

SYSTEMS
P1amlna

OPERA TING

Reporting
Systems

Inlernal
Control
Procedure

Budaet Formulation
BUDGET
Budoet Execution
Fund Control
Small Purchases
ACQUISI·
TlONS

Contracts
638 Contracts

GRANTS

Grants
Soeclal Pay Authorities

PERSONNEL
Performance MMa09ment
Tralnlnc
Accounts Payable
FISCAL
Trawl
Debt Mana09ment
Warehouslno
LOGISTICS
SUDDIv
Prooel'tll
FACILITIES

Construction
Manl109ment

HEALTH
CARE
FINANCE

FUNCTIONS

Patlent Realstratlon
Medlcald-Medcare·TPR

Contract Health 5eMces
INFORMATION RESOURCES
MANAGEMENT
ORGANIZAllONAL &
MANAGEMENT CONTROl
Page2

Corrective
Actions &
Trackina

5ecutlty
Systems

Clearly Defined
Operating
ResoonsibililV

IHS INVENTORY OF MANAGEMENT SYSTEMS

Part 3.
CATEGORY

Clearly Defined
Oversight
Responsibility

SYSTEMS

OVERSIGHT
Management
of Information
Systems

Administrative
Revlow Process

Budget Formulation
BUDGET
Budoet Execution
Fund Control
Small Purchases
ACQUISI
TIONS

Contracts
638 Contracts

GRANTS

Grants
Soeclal Pay Authorities

PERSONNEL
Performance Management
Training
Accounts Payable
FISCAL
Travel

Debt Manaoement
Warehouslna
LOGISTICS
Supply
PropertY
FACILITIES

Construction
Manaoement

HEALTH
CARE
FINANCE

FUNCTIONS

Patient Reolstratlon
Medlcald-Meclcare·TPR

Contract Health Sarvloas
INFORMATION RESOURCES
MANAGEMENT
ORGANIZATIONAL &
MANAGEMENT CONTROl..

Paga3

Corrective Action
and Tracking

IGandGAO
Reports

Outside
Evaluation

Indian Health Service
Quality Management Initiative

I.

Project: FMFI A
Perceptions & Analysis of Problem

Perceptions:
IHS managers are unaware of or do not understand specific policies, directives, and
delegations that they are responsible for carrying out. IHS managers are apparently
unaware of their responsibilities for implementation of the Federal Manager's Financial
Integrity Act (FMFIA) and OMB Circulars A·123 and A-127.

IHS staff perceive that:
•

Internal Control Reviews are only the responsibility of the Internal Control
Review Branch staff of IHS Headquarters.

•

The scope is limited only to the extent required and directed by OASH.
Internal controls apply only to administrative functions.

Facts:
The FMFIA has not been well implemented within IHS.

The Act requires IHS to assess

program weaknesses and vulnerabilities as part of the PHS Internal Control Review
process required under Section 2 of the Act, and the annual review of financial systems
required under Section 4 of the Act.

IHS rarely assesses internal control areas as high risk areas. This may result from a
lack of understanding of the Internal Control Review process and purpose.
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Analysis:

IHS is committed to satisfying itself and its oversight organizations that its internal
controls are strong. This means that at a minimum, it must meet its internal control
responsibilities under Section 2 and financial systems review responsibility under
Section 4 of the FMFIA. The Agency will review its entire internal controls system in
order to decide if and in what ways it may go beyond these immediate PHS requirements..
Decisions need to be made to determine how the internal controls system should be
managed, when internal control reports are completed, and what follow-up and
corrective action process needs to be in place. The Agency needs to identify and
communicate the philosophy. roles and responsibilities of the internal controls system
throughout the Agency.

Accomplishments to Date:

IHS drafted the Agency FMFIA plan. It is currently under management review.
IHS will complete the final plan by November 30, 1989.
With cooperation from HRSAI Division of Fiscal Services (DFS), IHS identified
those financiaV fiscal management functions performed by HRSAlDFS and IHS
Division of Resources Management, to ensure efficiency and maximum
effectiveness of the Agency's financial management system. HRSAlDFS has
provided IHS a detailed listing of fiscal services provided by them through the
PHS Service and Supply Fund for incorporation in the IHS FMFIA plan.
•

IHS selected five program areas to be added to the PHSIIHS inventory of internal
control areas. These areas are Alcoholism; Contract Health Service;
MedicarelMedicaid; Health Promotion/Disease Prevention; and Quarters
Management.

•

IHS extensively briefed IHS top management on FMFIA. Several meetings and
discussions have been hetd to ensure a thorough understanding.

•

IHS created a single focal point for travel management in the Division of
Administrative Services, providing one additional FTE to the Division for
oversight of travel and conference management activities.

aMI
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II.

Project: FMFIA
Improvement Plan

Planned Actions:
•

Final FMFIA plan issued November 30. 1989. (See attached draft of plan.)
IncorJX>rate Fiscal aspects of five health program areas into the regular program
review protocols by February 1, 1990 as the mechanism for incorporating
internal controls into these areas.

•

Complete FMFIA training of IHS administrative staff and Headquarters
counterparts, Executive Officers, Financial Management Officers, and
procurement staff, by March 31, 1990.

•

Require clearly stated FMFIA elements in FY90 performance plans of IHS Area
Offices and Headquarters managers by OCtober 1, 1989.

Much work has already been completed in this area. A formal workgroup may not be
needed for this subject area. The final FMFIA plan contains most of the specific tasks to
be accomplished. A OMI staff member will, however, oversee the implementation of the
planned activities. A copy of the draft plan is attached.
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PIAl~ TO CARRY OUT HiS
AGENCY RESPONSIBILITIES UNDER THE
FEDERAL MANlIGER..S I FINANCIAL INI'EGRITY Acr OF 1982, (FMFIA)

BACKGROUND
'!he Indian Health service (IRS) is an independent Public Health service (PF.s)

agency responsible for meeting requirarents of applicable laws. The Federal
Managers' Financial Integrity Act of 1982 (FMFIA), P.L. 97-255, requires
executive agencies to have internal accounting and administrative controls in
place to ensure that:
-Obligations and costs comply with applicable law;
-All assets are safeguarded against waste, loss, unauthorized use and
misawropriation ;
-Revenues and expenditures awlicable to agency operations are reoorded
and aCOJunted for properly so that acoounts and reliable financial and
statistical reports may be prepared and acoountability of the assets may
be maintained.
Systens of internal accounting and administrative control are required to
provide reasonable assurances that actions as listed above are in canpliance
with applicable laws.
Prior to elevation of IRS to an agency of the Public Health service, the
Resources and services Administration (HRSA) perfonned the various
acoounting, reporting and oversight functions for the IRS. Since elevation in
January, 1988, HRSA, Division of Fiscal Services (OF'S), has performed many of
the same acoounting functions with at least one rna jor exception. Conduct of
internal control reviews are n~ the responsibility of IRS; currently assigned
to the Division of lv'anagem:mt Policy in the Office of Administration and
Management.
Healt.~

INTERNAL CONI'ROL REVIEWS (SErI'ION 2)

section 2 of the FMFIA requires renewed focus on the need to strengthen
internal controls. '!he act requires that agency systems of internal controls
be pericxlically evaluated and that the heads of executive agencies report
annually to the President and Congress on their systems I status. The
internal control standards define the miiUrnurn level of quality acceptable for
internal control systems in operation. These evaluations are to meet the
requirements in "Guidelines for the Evaluation and Irrprovarent of and
Reporting on Internal Control Systems in the Federal Government n issued by the
Office of M:magenent and Budget in Decanber, 1982. '!he reports are to state
whether systems meet the objectives of internal oontrol and oonfonn to
standards established by the General Accounting Office (GAD). The internal
control standards awly to both the program nanagerrent as well as the
traditional financial management areas. The internal control standards define
the miriimum level of quality acceptable for internal oontrol systems in
operation.

General Standards for Internal control systems:
1)
2)
3)
4)
5)

Must provide reasonable assurance that objectives will be
accc:rrplished ;
Require a supportive attitude by management and enployees;
Require canpetent personnel;
Internal rontrol objectives are to be identified or developed for
each }qency activity and are to be logical, aFPlicable and reasonably
cx::rrplete.
Must have effective and efficient control techniques.

'!he following is an excerpt fran a draft DIillS Internal Control Review System
( ICRS) Policy Manual:
"'I11e Internal Control Initiative in the federal establishments have been
underway since 1982. The Office of the Secretary wants to eIr{hasize that
effective controls on administrative function and program activities are part
of good managarent practices. In this view, DIillS is primarily interested in
seeing to it that internal management control practices reflect good
management and not just canpliance with the paperwork requirements of the
FMFIA and CMB Circular A-l23. Detennination of the effectiveness of
management rontrols, through the ICRS, is to be part of the overall rmnagarent
process for all levels of management. It is not meant to be a one-shot paper
exercise. Nor are the reviews of control practices to be performed only by
auditors or accountants. '!he Office of the Secretary wants to see evidence of
top level management involvement with the developnent and support of stringent
internal controls awlied in a cost effective manner ever all the missions of
the Department. 11

rus supports this philosophy at all management levels of the Agency.
The Agency now has one year's experience in managing the Internal Control
Review process. During this time the IHS has established an organizational
uni t, Internal Control Branch, wrote position descriptions, recruited and
selected staff, and established review protocols and a review schedule. The
Branch has conducted 1m's in 6 area offices examining the travel procedures.
'!he remainder of the reviews are scheduled for canpletion. IRS is expanding
the Ie inventory in scope to inclu:1e several high priority program management
areas.
P£XXlUN!'nli SYSTEM REVIEWS (SD:TION 4)

section 4 of P.L. 97-255 requires an annual review of accounting systems.
F.esponsibility for systems management overlaps with internal control
responsibilities. Properly functiooing systems rely on good internal
controls, and a review of the accounting system includes a review of internal
controls.

n~,f\~~
...

'~

...

The Health Resources and Services Administration/Division of Fiscal Services
(HRSA/DFS) performs financial functions available to the IHS through the PHS
Service and SlWly Fund. The Director, DFS is the system manager for the
Health Accounting System used by the IHS Headquarters and Area Offices. The
Director, DFS is also the certifying Officer for IHS Area Director's travel
vouchers. 'Ihe DFS canpletes and files all necessary Treasury reports. They
respond to the Office of Inspector General (GIG) and other oversight agencies
on issues related to rraster accounting systems.
'!he DFS has perfonred various reviews on a non-routine basis in specialized

areas. For exarrple, OF'S has conducted irrprest cash fund aOOits, pranpt
payment reviews, etc. While internal controls are an IRS responsibility, they
cannot be separated fran system reviews perfonred. by HRSA/DFS.
detailed scope of work exists between IHS and HRSA; but HRSA provides
regular accounting and financial services to IRS through the PHS service and
Suwly Fund. See attached merrorandum dated December 12, 1987, fran the
Associate Director, Office of Mministration and Managerrent (GAM).

No

service and StWly F\md services include:
1)
2)
3)
4)
5)
6)

Supply Distribution sales (HRSA/OAM)
Data Ma.'1agerrent services (FDA/FCC)
Office of Fiscal Services (HRSA/DFS)
Mministrative Services center (CM)
Parklawn Training center (OPM/CM)
Ccmnissioned Officer Personnel (DCP/OSG)

Discussion
I t is an inp:>rtant item to detail The fiscal services activity indicated above

in a scope of work agreem:mt l::etween IRS and HRSA. Since ccmron types of
services perforned by OF'S for other Public Health service agencies may differ
in scope and extent, a specific scope of work agreement is needed with IHS to
ensure that financial responsibilities under FMFIA are understood by all
parties and no duplication of effort exists. The rns should specify the
services to l::e perfonned by HRSA/DF'S and the timing and extent of involvarent
of OF'S in the conduct of accounting system and/or internal control reviews.
'!he IHS should l::e rronitoring services provided within and outside the Agency
to ensure that rns needs for quality and efficiency are met. For exarrple,
CCI'I'plete debt managem:mt services are available through the HRSA/DF'S, but IHS
may choose to retain authority for debt write-off and arrange for HRSA to
provide oollection services.'!he answer to a request fran the Office of the
Assistant Secretary for Health (GASH) for an IHS debt na.'lagerreIlt plan is
currently pending.
Recxmrendation
'!he IHS should develop a plan for implarenting the requirerrents of FMFIA and
The plan should descril::e the types of IHS
policy actions to be undertaken, the responsibilities for segmentation review
of the inventory of internal control areas for canpleteness in headquarters
and the Areas, the self assessment process, review schedule, procedures, and
the :nonitoring and tracking system for corrective actions.

am Circulars A-123 and A-127.

DR'\F~I;-

P?rkplan and Timetable

The HIS should have an FMFlJl plnn outJininq nrC'as of
rf'sponsibility is assigned.

l\t

,i

fllinirnuTTl, this rJrm

l('~;ponf>ihiljtjes and
f~b,)\JJd

respective offices to wl10nl

include the folJo.ving elements:

f'TI1FJ JI P1l\N

----------

ACJ'IVITY

1)

Assign an errployee in the

RKC;PONSIRIJ: (lFFJ ('T':

CCORlJINl\TE WITH:

DUE Dl\TE

Associ ate Director/OAN

Canpleted

l\ssoci ale' nirector /OAM

CClPp] et(,<l

Office of Administration and
Management (OAM) to oversee
the overall implementation of
the FMFIA plan.

?)

Outline legi slative reqt Ii re
ments and am circulars

A-123 and A-127 requirements.
~

)

Draft FMFIA plan and
ci rculate for CaTment.

Associ (lie ni rector/ONl

DMP/OAM/ORH/Ol\SH
ClEI[E/OHP

Noveml1f'r 1 5

DRAFT
AC'J'JVI'I'Y

'1 )

Review IHS inventory of

}<'ESPONSIRI J~ OFF1 Cf:

COORDINATE WI'l'H:

DUJ: J)l\'!'f:

Assoc:iC1t P Di rf'ctor /ONl

Associate Director/OHP

C('(nT'] f't (.rj

Associilte Director/OEIIE

internal control areas for
canpleteness and define any
Aodi tional Clrei1S for
inclusion.
5)

Revise inventory to

QtH

'J'CLlDl

nMP/OHP/OEHE

Novf'n~>E'!r :~o

Ol\M/~/OHP/OEHE

Callp] c,tC'cl

Division of Resource

Canp] 0ter1

include high priority
program manageroent and
ilrp...ds.

6)

Prepare workplan for

(MI 'I '('(lJl\

integrating internal
oontrol reviews into
program managerrent.
7)

Draft FY 90 administrative/

Divi 5; on of

internal control review

Po] icy

Jl1aIlnCfC'fY!c'n1

Management.

schedule and circulate
for ccmrent.

Division of Contracts
'lfld Grants Policy.

DRA"
R)

Person(s) responsible

[(11'

F,.sS0('j ate

ni rector JON1

Director, Division

('omp] r 1 r'll

of Personnel Management.

managing the internal
control functional areas
l 1 be fonnally
ilssigned

wi

responsibilities.
These responsibilities
should be described in <leta iJ
in HQ and Area position
descriptions, and reflected
in annual perfonnance
plans.
9)

Complete IRS Circulars for

Di vi si on of

administrative reviews and

Policy

conducting risk assessments.
The Circulars should detail
IHS involvement in the IC
review process. Input shoulrJ
be obtained fran each OAM
Division, and each Area Office.

~liU1agC'I1l('nt

l\ppropriatc functional
offices

Deceml:er 31

DRAFT
](1)

Plan coordination between

Di vi s i ( I n

rIRSA/oFS, nIS Headquarters,

Poljcy

offi res, HRSA/DFS

nivision of P('source

0

f

11;1) li'qC'llJ( '111

[)oC'f'mh:·Y

:),1

rffiSA/DFS

[)ecC'mlpy

~]

Division of Resource

f)ocemtX'r 3]

Appropriate functional

and IlrS Are.a Offices to
reviev areas in the FY 1990
review plan.
] 1) A detailed scope of work
written specifically,

~klnaq('ment

1 isting functions to be

perfonned for nIS by th0
rmSA/Oivision of Fiscil]
Services.
17.) A monitoring plan

Associate Di re<.:tm/rNl

prep3red to ensure that

~'c1naqemcnt

activities listed to be
carried out in FY 1990
are performed satisfactorily.

]1) Final FMFIA plan, distributed
to Headquarters and Areas.

Associ a1 (' Oi r0C"tor/ONI

Novomhpr 30

Indian Health Service
Quality Management Initiative

Project:

MANAGEMENT OF AREA AND
ASSOCIATE DIRECTORS

I. Perceptions & Analysl,s of Problem

Perceptions:
Three problems are perceived as significant in the management of Area and Associate
Directors:

•

Poorly defined division of responsibilities between HQ and the field is interfering
with the agency's capacity to manage effectively.

•

IHS managers are unaware of or do not understand specific policies, directives
and delegations that they are responsible for carrying out.

•

Senior managers are not being held accountable for the management and
performance of their operations.

Analysis:

These perceptions are each true to varying degrees. IHS's decentralized approach to
management provides maximum independence to Area Directors. but little or no
definition of how' they should conduct their office or fulfill their responsibilities. As a
consequence of the lack of guidance to senior managers, system performance has been
inconsistent, generally unresponsive, and frequently unproductive. Since elevation, the
Agency has not redefined the Area responsibilities in terms of the Bureau status they
now hold. Area Directors complain they do not know how well they are doing or how well
they should be doing.

At the Headquarters level, mixed responsibilities have evolved in the absence of clear
assignments that follow organizational lines. Some responsibilities overlap, resulting
in duplication of functions and contention between different headquarters groups when
imposing -their - agenda on Area Offices. In other cases, responsibilities have not been
inclusive enough, and have resulted in no headquarters proponent for important tasks.
The net result has been a considerable amount of confusion on the part of field personnel
about who does what and what is supposed to be done at headquarters.

QMI
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Indian Health Service

Project: MANAGEMENT OF AREA AND

ASSOCIATE DIRECTORS
Quality Management Initiative

II.

Improvement Plan

Planned Actions:
To more effectively manage the Area Directors and Associate Directors, IHS needs to
answer these questions:
•

What are the responsibilities and Authorities of Associate and Area Directors?
Draw that list concisely for easy reference.

•

Are responsibilities below the Area Director understood well enough now or must
they too be defined to prevent contention or omission? Can that list be concisely
drawn up for easy reference.

•

What policies should Headquarters issue to keep the actions of senior managers
focused, coordinated, productive, and improving?

•

What quantifiable measures should Headquarters Associate Directors and Area
Directors use to identify current baseline performance and future improvement?

The workgroup must expeditiously address these issues by taking direction from the
highest levels of management and by sharing drafts with all members of the CAAD. IHS
leadership must move as quickly as possible to provide policy guidance for the more
structural management approaches. These could include actions to:
•

Establish the IHS objectives for FY 1990. Develop detailed specific objectives
for administrative management for each Area and Headquarters Office. Establish
baseline measures for critical elements.

•

Provide guidance for the development of Headquarters wokplans and budgets and
discuss guidelines with all Associate Directors. The submissions should relate
directly to Office responsibilities.

•

Identify key management indicators of performance for Area and Associate
Directors.

•

Develop a management performance report format for Areas. Meet quarterly with
Area Directors.

aMi
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•

Hold Area Directors accountable by incorporating these indicators for·
administrative management in their Performance Appraisal System (PAS).
Construct quarterly management report for Director and DHO with analysis of
performance against these indicators and projected performance.

•

Discuss problem areas in quarterly meetings with the CAAD, asking for
suggestions for Improvements, and reporting progress on issues previously
identified.
Refer problem areas to the appropriate group for inclusion in the agenda.

•

Prepare evaluation report of effectiveness

Possible Deliverables and Timetables:

•

Draft of policies on roles and responsibilities

12/1/89

•

FY 1990 Objectives

10/16/89

•

Draft of performance standards for Area Directors and

10/30/89

Associate Directors

•
•

Guidelines for Headquarters workplans & budgets

10/30/89

Draft of performance indicators

11/15/89

Draft management reporting format

11/17/89

Quarterly meeting report meetings

•

OMI

Evaluation of process

10/30/90
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